
The Development of Agricultural Policy 
Since the End of the World War 

by CHESTER C. DAVIS ' 

THERE can be little doubt but that the past 20 years will be looked 
back upon as one of the most eventful and interesting periods in the 
whole of American agricultural history. It is too early as yet to 
appraise the events of this period, and the forces that shaped them, 
from an entirely detached historical viewpoint. The attempt, how- 
ever, is worth making; and few people are as well equipped to make 
it, from the standpoint of long and intimate acquaintance with agri- 
cultural problems, as the author of this article. Here he tells the 
story of the increasing economic pressure upon farmers in the 1920's; 
the gradual spread of a powerful farm movement from the grass 
roots; the ideas back of the farm legislation in the latter part of the 
decade; the modifications in these ideas and their extension in the 
agricultural programs of the 1930's. It cannot be said, he concludes, 
that these laws have solved the farm problem. Presumably they 
will themselves be subject to change and displacement. But if 
experience in this field teaches anything, it is that a continuous thread 
runs through the evolution of agricultural policy notwithstandmg its 

1 Chester C. Davis is a member of the Board of Qovernors of tho Federal Reserve System. 
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inconsistencies and contradictions. The programs of the present 
become the fomidations for the programs of the future. 

DURING 1919 and the first half of 1920 the general expectation 
prevailed that an enormous demand for American goods and products 
of the farm would follow the removal of restrictions on consumption 
that war had imposed on the people of the world. Farmers and 
nonfarmers were slow to realize that an effective market is not created 
by the desires or needs of men or of nations but by their ability to 
pay with goods, services, gold, or credit. 

Farmers of the United States had produced in abundance under the 
joint stimulus of patriotism and price; they continued the stride 
after the artificial market created by the war and the post-war spree 
of extravagant buying had faded away. The annual report of the 
Secretary of Agriculture for 1919 {11)^ optimistically recited that 
'^America during the war helped to save Europe and to preserve 
civiHzation by making available to the Allies, through increased pro- 
duction and conservation, large supplies of foodstuffs.'^ The same 
report viewed the land problem from the standpoint of our capacity 
to expand still further the acreage tilled, pointing out that the culti- 
vation of land still unused could increase the output of commodities 
by over 60 percent of the total. 

Nevertheless a faint note of warning was discernible in the report. 
The Secretary raised a question (1Ï, p. 26) as to ''the bearing of the 
increasing prices of land and the rc^sulting speculation on the progress 
of agriculture and the welfare of the farmer,'^ and concluded {11, 
pj). 28-29): 

American agriculture should consolidate the gains already made; prepare for 
the period of competition which is to fc>e expected with the return of normal world 
conditions, principally by increasing, through sound and economical methods, 
the productivity of areas already under cultivation; and utilize the services of 
the most experienced and judicious agricultural leaders in determining where, 
when, and how to bring into cultivation and develop public and private unused land. 

In spite of the prevailing optimism. Secretary Houston recom- 
mended to the President that he call an agricultural conference at 
the earliest possible dat(^ because of changed con d i tons at home and 
abroad, existing uncertainties, and disturbed states of mind. When 
the conference was finally called, in January 1921, it was by another 
Secretar}^ of Agriculture at the direction of another President, and 
it raised thi^ curtain upon two decades of swift and radical change in 
agricultural policy, which is still unfolding as another general war 
overwhelms Europe. 

AGRICULTURAL PRICES BROKE FIRST 

Agricultural prices were the first to break in 1920. The July 1920 
index of prices paid to producers was 10 points under the »June index; 
the August index, 15 points below the July; and the September index, 
le5 points below the August. In contrast there was no noticeable 
drop in noTiagricultural prices until near the (md of the year. The 
blow struck  tlie farmers at about the time the grain crop of the 

2 Italie nuiíií)ers in parentheses refer to Literature Cited, p. 320. 
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Unit(^d States was coming on the market. Within a few months 
every industry and producivrs of every class were swept along under 
the avalanche of descending prices. The boom market, which had 
endured whiki credits granted to Europe ri^mained unexpended and 
whik^, at home, citizens were cashing bonds to buy goods, had come 
to an end. 

The collapse of agricultural prices, particularly while the rigidity 
of non agricultural prices and wag(^s was creating a new and alarmiiig 
disparity between farm income and costs, produced vehement protest 
from farmers everywher(\ Existirig farm organizations increased 
their membership, and new ones sprang into being. They exerted a 
pressure on lawmakers and administrators which, continuing through 
the years, has been primarily responsible for the unparalleled sweep 
of farm legislation from th(^ early 1920's through 1938 and has carried 
the Federal Government into fields of farm aid undreamed of when 
the crisis of 1920 broke. 

The quick violence of farm protest was due partly at least to the 
general unexpectedness of the price downturn. The apparent hunger 
of a world that had been strictly rationed for years had encouraged 
farmers in the belief that good mark(U.s for their crops would continu(>. 
The crops sold in 1920 had been produced at the liighest costs ever 
known. Farmers had used credit ivceXy m buying more land and 
equipment. They had set aside little as a surplus to offset losses in 
commodity prices. They saw no way to reduce production to match 
falling demand. Old debts must now be paid with products that 
brought sharply lower prices. The pressure for (kibt hquidation struck 
at a time when returns from crop sales were wlioUy inadequate to 
balance the debts incurred in producing them. 

The ferment throughout the country during the last half of 1920 
did not result in action at Washington. A Presidential campaign 
was under way. While demands for Government price fixing stirrc^d 
farmer mass meetings, Washington talk was of higher tariffs, bettc^r 
farm credits, more loans to finance exports, and an improved legal 
status for cooperatives. The 1920 report of the Secretary of Agri- 
culture pointed out that the year's crop had been the largest but one 
in the country's history and that the returns wer(^ inadequate and, 
while suggesting that no single solution could be found, insisted that- 
big crops should not be allowed to impoverish the farmers who pro- 
duced them. 

JOINT COMMBSSION OF AGRICULTURAL INQUIRY 

Early in 1921 the new Congress created a Joint Commission of 
Agricultural Inquiry, the Senate acting on May 31, the House on 
Jime 7, and instructed the Commission to report its findings within 
90 days (7).    The Commission was directed to— 
investigate and report to the Congress * * * upon the following subjects: 
(!) the causes of the present condition of agriculture; (2) the cause of the difference 
between the prices of agricultural products paid to the producer and the ultimate 
cost to the consumerf (3) the comparative condition of industries other than 
agriculture; (4) the relation of prices of commodities other than agriculture; 
(5) the banking and fiTuincial resources and credits of the country, especially as 
affecting agricultural credits; (6) the marketing and transportation facilities 
of the country. 



300    Yearbook of Agriculture, 1940 

The Commission was also directed to "include in its report recom- 
mendations for legislation which in its opinion will tend to remedy 
existÍTig conditions'' (8, p, 3) and to report ''specifically * * * 
upon the limitations oí the powers of Congress in enacting relief 
legislation/' 

The Commission completed its hearings and report by early fall, 
and delivered its findings on the causes of the agricultural crisis, with 
its recommendations, to Congress in early December. 

In general the inquiry was broad and important, but its specific 
recommendations were limited and proved ineffectual when sub- 
sequently carried out. The farm groups at the time regarded tlu^m 
as inadequate to meet the conditions that were developing. 

In attempting to arrive at the causes, the Commission studied 
changes in the purchasing power of the farmer's dollar, the relation 
of the pricíís of farm products to those of other commocJities, and the 
physical output and. the return to capital and labor in agriculture as 
compared with other industries. 

It found that by May 1921 the purchasing power of the farmer's 
dollar was only 77 percent of its pre-war value. It reported that the 
prices of farm products had declined more rapidly and had fallen to a 
lower level than those of other commodities, although the physical 
output of agriculture had not kept pace with that of other industries, 
and that the retin-n to farm capital and labor was relatively low. 

The distress of agriculture w^as attributed primarily to the general 
business depression which began in .1920, although a failure of export 
demand was considered to be an important cause. The maintenance 
of unduly high freight rates, the lack of facilities for intermediate 
credit, and the need for an adequate and integrated warehouse system 
were also deemed contributing factors. Overproduction or over- 
marketing of farm products in 1920 was not adjudged to be an im- 
portant cause of the subsequent price decline. 

The Commission recommended granting preferred legal status to 
cooperative marketing associations, a system of intermediate credits 
for agriculture, improved warehousing facilities and supervision, 
reduction in freight rates on farm products, extension of the statistical, 
research, and foreign-service functions of the Department of Agri- 
culture, better grades and standards for farm products, farm-to- 
market roads, and ruj'al life improvement; and finally the Commis- 
sion declared that renewal of confidence and. prosperity was dependent 
on readjustment of commodity prices, which ''cannot be brought 
about by h^gislativi^ formulas but must be the result for the most part 
of the interplay of economic forces" (8, p. 11), 

NATIONAL AGRICULTURAL CONFERENCE CALLED IN 1922 

In the meantime, the War Finance Corporation was reviv(id par- 
ticularly to finalice exports; an emergency tariff' act, vetoed by Prc^si- 
dent Wilson as one of his last official acts, was again passed and was 
sign(>d by J^r(\sident Harding; the "farm bloc" was organized in 
Congress; the powers of the War Finance Corporation were broadened 
to enable it to make loans for agricultural rehabilitation, and its life 
was extended to 1924. 
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The National Agricultural Conference, called by Secretary of 
Agriculture Henry C. Wallace at the direction of President Harding, 
met in Washington January 23 to 27, 1922, Nearly 400 repre- 
sentatives of agricultural and related industries attended. Practically 
all of the notes that have been struck in subsequent agricultural 
policy were sounded in one way or another in that conference. 

In his letter asking Secretary Wahace to call the conference, the 
President said (P, p.S): 

It is imthinkablc that with our vast areas, our unparalleled endowment of 
agricultural resources, our fertility of soil, our vast home market, and the great 
ability and resourcefulness of our farmers we should accept the status of a dis- 
tinctly industrial Nation. Our destiny seems to require that w^e should be a well- 
rounded Nation with a high development of both industry and agriculture, sup- 
porting one another and prospering togetlier. It must be, and I feel sure it is, 
the national wish and purpose to maintain our agriculture at the highest possible 
efficiency. 

But the President clearly was not thinking in terms of a broad 
assumption of responsibility for agricultural pohcy by the Federal 
Government.    In his op(vning address to the conference, he said (P, 

It cannot be too strongly urged that the farmer must be ready to help himself. 
This conference would do most lasting good if it would find w^ays to impress the 
great mass of farmers to avail themselves of the best methods. By this I mean 
that, in the last analysis, legislation can do little more than give the farmer the 
chance to organize and helj) himself. 

Secretary Wallace told the conference (,9, j). 13) that " the agricul- 
ture of the Nation is in a bad state, and our entire business and in- 
dustrial life is suffering in consequence.'^ 

The conference operated in. 12 sections, each, of which reported its 
recommendations, which, as incorporated in the final report, are too 
detailed and extensive for recapitulation here. One significant pro- 
nouncement on price adjustment suggested the slogan, ''Equality for 
agriculture,^' which has resounded through every subsequent political 
campaign, and set prominently before the country for the first time 
the objective for which organized agriculture was to strive in the tur- 
bulent farm fights of succeedijig dí^cadí^s. It was incorporated upon 
the insistence of a man who became an active leader of farm forces in 
their fight for farm equality—George N. Peek, later first Adminis- 
trator of the Agricultural Adjustment Act. The paragraph reads 
{9, p. 171): 

Agriculture is necessary to the life of the Nation; and, whereas the prices of 
agricultural products are far below the cost of production, so far below that 
relatively they are the lowest in the history of our country; therefore, it is tlic 
sense of this committee that the Congress and the President of the United States 
should take such steps as will immediately reestablish a fair exchange value for all 
farm products with that of all other commodities. 

The demand for equality for agriculture cropped out at several 
places in the conference report {9, p. 137) : 

The conference declares that no revival of American business is possible until 
the farmer's dollar is restored to its normal piirchasiiig power when expressed in 
the prices paid for the commodities which the farmer mi.ist purchase, and the 
conference further declares that by right the men engaged in the agricultural 
field are entitled to a larger return than they have heretofore received for the 
service they give society. 
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Adjustment of farm production to demand was stressed (5, f. 137): 
The rnaiiufaclurer has in the past quickly adjusted his production to price 

recessions while the farmer lias not. When iavin production is so large that 
the product cannot be sold for prices that will maintain a reasonable standard 
of living on the farms, the supply is too large. We recommend that the farmers 
and the farm organizations consider the problem of world supply and demand 
and make comprehensive plans for production programs so that they may be able 
''to advise their members as to the probable demand for staples, and to propose 
measures for proper limitation of acreage in particular crops/' as pointed out by 
the President of the United States. 

Tlie conference report favored higher tariffs, more foreign credits 
to facilitate exports, an intermediate credit system for farmers, and 
recognition of farm cooperative-marketing associations and price 
stabilization through their operations, and made scores of other recom- 
mendations of varying importance. 

Recommended foi* study were a system of crop insurance and the 
whole question of Government guaranty of agricultural prices. 

THE SURPLUS-DISPOSAL PLAN IN EMBRYO 

In the meantime, in December 1921, George N. Peek and Hugh S. 
Johnson, who were associates in the management of a farm im])lement 
company at Moliue, 111., had written and filed with the American 
Farm. Bureau Federation their first brief. Equality for Agriculture 
(3), wh ich si^t forth the principles and. a plan of operation which were 
in general incorporated in the surplus-control bills which. 2 years 
later became known by the names of their legislative sponsors. 
Senator Charles L. McÑary, of Oregon, and Representative Gilbert 
N. Hangen, of Iowa. 

While the National Agricultural Conference was holding the spot- 
light in Washington, an important series of conferences took place 
between Mr. Peek ancl General Johnson and Cabinet members and 
other ofRcials, At their suggestion their plan w^as submitted first to a 
group of economists within and outside the Government and then to a 
group of industrial and financial leaders. The proponents of the plan 
r(>mained in Washington until mid-February. When they left, their 
proposal was assur(>d continued study by the interest of the Secretary 
of Agriculture and of Henry C, Taylor, who that year was to become 
the first chief of the Bureau of Agricultiu'al Economics. The first 
drafts were prepared in the Department of Agriculturt^ in 1923 under 
the direction of Charles J. Brand, who 10 years later became coadminis- 
trator of the Agi'icultural Adjustment Act. Tliey emerged as tlu^ 
McNary-Haugen bills, which reached both Houses of Congress in 
January 1924. 

The proposal is described by its authors in the following summary 
taken from Equality for Agriculture: 

This is a plaTi to im])rove marketing of farm products, to insure a fair return 
from farm operations, to stabilize farm securities, to facilitate farm finance, and to 
secure equality for agriculture in the benefits of the protective tariff, by the 
following means: 

Establish each year the fair exchange value on the domestic market of each 
{)rincipal crop, by computing a price which V.)ears the same relation to the general 
price index as the average j)rice of such crop for ten pre-war years bore to 
the average general price index for the same period.    Protect this fair exchange 
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value from world  price by  a  tariiï   íiuctiiating with  it  and with  world  price. 
Organize under Federal legislative charter a private corporation to maintaiji 

this value by buying carry-over from any such crof) from farmers or associations 
of farmers at such value. Such corporation may sell for export exportable sur[)lus 
at the world pric<% even if less than domestic price, and may sell for domestic 
consumption, any of its carry-over at not less than the exchange value. The 
process will result in little, if any, material interference with existing mechanism 
for supplying domestic consumption. 

Purchases and losses by reason of sales to export or of downward fluctuations 
in such fair exchange value to be financed, viz: 

From worst experienced years of price, production, and surplus, determine an 
empirical formula, which when applied to any future year, will compute a per- 
centage of price per bushel or per pound, large enough, to absorb any probable loss. 
This differential to be computed and announced in ample tinie before planting 
season to enable farmers to plan croppage with reference to existing supply. 

By authority of a Federal statute, collect this j^crcíentage as a dift'ercjitial loan 
assessment on each pound or bushel when and as sold by the farmer. Issue 
scrip for such receipts, bearing interest on a retirable value to be fixed and an- 
nounced when losses and expenses are determined. 

Pass unabsorbed amounts in such fund to a farm-loan fund for reloan to appro- 
priate banks and associations of farmers, at moderate interest, and on farmers' 
notes, for 1, 2, or 3 years, given for purchase of reproductive facilities. 

In the first year, after a sufficient fund has accumulated to take care of annual 
agricultural loan requirements, the installment of scrip issued in the first year's 
operations is retired, and so on for each succeeding year's installment. 

Wheat, cotton, corn and oats are tentatively proposed for the operation of 
this plan. 

THE STAGE IS SET FOR FARM-RELIEF BATTLES 

Tho Joint Commission of 1921 and the agricultural conforonco of 
1922 helped set off the farm-relief campaigns which have continued 
almost without breathing space from tliat time to this. In the 
judgment of the more aggressive farm leaders the remedies proposed 
in the two reports were hopelessly inadequate to meet the conditions 
the reports recognized as o^^xisting. 

Developments of later years reveal some surprising gaps and blind 
spots in these early post-war analj^ses of the farm probh^m. Com- 
mission and conference aliki^ seemed unconscious of the clash between 
their demand that agricultural as well as industrial exports be restored 
and maintained and their insistence that this Nation vigorously pursue 
a policy of exclusion through higher and y(>t higher tnriffs. Neither 
the conservative admiTiistrfition leaders nor tlie farm forces they 
called radical recognized that th(v volume of agricultural exports 
following the war and up to 1929 was financée] íTI large part by ex- 
tension of credit abroad—many of the loans Tvot to be n^.paid. 

It is less surprising that they failed to foresee the turn among the 
nations of the world toward autarchj^-j national self-sufficiency, and 
directed international trade, and that the consequence would be 
diminished export opportunities for the United States, a high-tariff, 
creditor Nation. 

The full significance of the McNary-Haugen bills which were before 
Congress in varying forms from 1924 through 1928 does not end with 
the fact that the measures were twice put through Congress and 
twice vetoed. Their real importance hes in the fact that the con- 
tinuous pressure for them made the Nation wholly conscious of its 
agricultural problem.    Counterplans were put forward to sidetrack 
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and. substitute for the measures which the organized farm groups were 
demanding. Some of them were adopted, and their trial added to the 
experience and knowledge which has helped shape still later endeavors. 

Early Alinement on Farm Relief 

The line-up of forces on farm relief from 1923 to 1926 was dis- 
couraging from the point of view of those who favored aggressive 
action to restore farm prices to equality with costs. The cooperative 
marketing associations, which had developed along commodity lines 
into strength and prominence in the years following the war, were 
generally hostile. They were unconvinced that, given Federal recog- 
tion and support, they could not do the job themselves. The South 
as a whole was indifferent, partly because its chief farm organizations 
were the cotton, tobacco, and rice cooperatives and partly because of 
traditional opposition to increased Federal powers and to extension 
or recognition of the protective-tariff principle. 

The East and the industrial centers were inherently opposed. 
Even when prominent industrialists recognized the importance to 
national prosperity of restored farm buying power, they were violently 
critical of any specific method proposed to that end. 

Agricultural colleges and economists were as a whole indifferent to 
the problem. During the early years their leadership was negative 
and their attitude scoffing. 

Outside of Congress and a small group close to the Secretary in the 
Department of Agriculture, official Washington was solidly opposed 
to any but the most orthodox Government moves to strengthen 
agriculture. 

The spearhead of the movement for positive Government action 
from 1923 to 1926, therefore, was made up in. the first stages by in- 
dividuals and special groups; State units of general farm organizations 
were next to fall in line, and after them the national farm associa- 
tions—the American Farm Bureau Federation, the Farmers' Union, 
and the Grange. 

Generally through those years the farm forces w^ere disposed to 
divide all over the field as to details of procedure. The cooperatives 
went their own way, with the exception of Northwest wheat associ- 
ations, who favored the surplus-disposal plan. Some farm leaders 
were for outright Government guaranty of fixed prices. There were 
lively debates over the surplus problem—even over the question 
whether in fact any surplus of farm products existed. Many farm 
leaders contended that there could be no overproduction if marketing 
were properly organized. 

Secretary Wallace, in his annual report for 1922 {11, Yearbook 1922), 
summed up the opposite view in saying: 

Some contend that there is no such thing as overproduction of farm products 
and cannot be as long as there are people in the world who suffer for food and 
clothing. On the same line of reasoning it can be argued that the production of 
automobiles will be inadequate until cver}^ man and woman and every boy and 
girl of high-school age owns one. There is overproduction, so far as the producer 
is concerned, whenever the quantity produced cannot be marketed at a price 
which Avill cover all production costs and leave the producer enough to tempt him 
to continue production. 
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Some Tariff Inconsistencies 

Small voices were raised but scarcely heard when they questioned 
the wisdom of a tariff poHcy which excluded from this*^country the 
means by which foreign buyers could pay for our exports, while at 
the same time we demanded and expected that our exports would be 
maintained. Meanwhile the pohcy of raising tariffs swept on to its 
culmination in the Tariff Act of 1929 without effective protest either 
from the pros or the antis in the farm-relief fight. 

Both sides failed to recognize the fact that continued exports 
through these years were made possible by the extension of credit to 
foreign nations and buyers. The total volume of new foreign issues 
floated in the United States from 191.9 to 1929, inclusive, amounted to 
$8,172,000,000, while the net outward movement of long-term capital 
during the period exceeded $6,000,000,000. The heaviest flotations 
of new issues during these vears were $1,201,000,000 worth in 1927 
and $1,111,000,000 worth in 1928. 

Even the farm proposals for a protected domestic consumption at 
parity with nonagricultural prices, independent of the world price for 
the surplus, depended for effective operation on the willingness and 
abihty of the world market to take all the surplus the United States 
produced. 

There was failure to recognize the eff'ect of our change from a debtor 
to a creditor nation. Our status as a nation in another sense had also 
changed. We at last were at the end of the pioneering period. We 
now had a preempted continent—the last of the good free land had 
been taken up, and we were face to face with the problem of a maturing 
nation. No longer was there a frontier to act as shock absorber for 
dispossessed farmers and unemployed from industrial centers, with 
outside creditor nations ready to take our suplus production in pay- 
ment on our debts to them. 

The Farm Movement Spread by Regions 

The persistence and growing strength of the farm-relief movemi^t, 
from 1923 until the passage of the Agricultural Marketing (Federal 
Farm Board) Act in June 1929, is not explained wholly by index 
figures showing in national averages the purchasing power of farm 
crops in terms of other prices. The ratio of prices received to pricies 
paid by farmers actually approached parity with the 1910-14 ratio in 
1925, owing to the fall in nonagricultural prices at a time when farm 
prices were improving. But averages were misleading; they failed to 
reveal the local areas over which trouble was developing. 

Distress did not strike all farm regions at the same time. It was 
most acutely felt first in the Spring Wheat Belt, and it was there that 
the first farm-relief movement caught on and incubated. The South 
had only three partly good years from 1919 to 1926, but nevertheless 
that region was slow to start thinking in terms of national action. 
The Corn Belt in 1921 and 1922 was not particularly interested when 
agitation for farm relief was running strong in Minnesota and west- 
ward. But when hog prices went back to pre-war levels in 1923, 
foreclosures and bankruptcies set in in earnest. The banks began to 
close.    Land prices in Iowa in 1927 were 91 points below those of 1920, 
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The storm center began to shift from the Northwest to the Midwest 
about 1924. 

THE DEPARTMENT'S PART 

The influence of the Department of Agriculture in giving direction 
to the gathi^ring farm-rehof movement became clearly evident in the 
autumn of 1923, In October, Henry C. Taylor, Chief of the Bureau 
of Agricultural Economics, made a trip into the Dakotas, Montana, 
and the Pacific Northwest which gave him an opportunity to question 
most of the farm leaders of the region about the agricultural situation. 
Members of the groups which gathered to meet Dr. Taylor recall 
that he made no positive statements in support of any particular 
form of farm relief, but it was after his trip that the Northwest with 
singular unanimity started its drive for a Government export cor- 
poration, to sc-^gregate and dispose of agricultural surpluses. 

Secretary Henry C. Wallace first publicly referred to the export 
plan in an address'^to the Chicago Association of Commercîc on Novem- 
ber 14, 1928 (12).    In this guarded endorsement, he said: 

Among aVi of the suggestions that have been made, the one which has been 
made by several people in this state and which has been considered at different 
times, seems to have more merit in it than an>'thing else. It is simply this. In 
the case of those products of which we produce a large surplus, which must be 
exported, the government might well consider wh.ether by setting up a govern- 
ment agcjicy which would take that surphis and handle it in exactly the same way 
that many '^manufacturers have handled their surplus in times past, so that it 
would not be the government carrying the burden, but the producers of that 
crop, many who have given the matter consideration believe that of all the pro- 
posals suggested that offers the most hope. 

On November 30, 1923, Secretary Wallace delivered to the Presi- 
dent and pubKshcd a report on The Wheat Situation (13), which 
provided the farm-relief forces of the Northwest with a wealth of 
ammunition wliich tliey were not slow to use. The report closed 
with these paragraphs: 

Inasnuich as the first step looking toward increasing the domestic prices requires 
the disposition of the surplus over and above domestic needs, and inasnuich as 
the facts presented in the foregoing i)ages indicate that the world production of 
wheat will probably be over-large for another year or so, the suggestion that the 
Government set up an export corporation to aid in the dis})osition of tliis surplus 
is worthy of the most careful consideration. vSuch a corporation necessarily 
would need rather broad powers. It would not be necessary that it should under- 
take to handle the entire crop, and it could probably carry on its activities hi 
cooperation with existing private agencies. If it should be found necessary to 
arrange for the sale of the surplus exported at a price much lower than the domes- 
tic price, the loss so incurred would properly be distributed over the entire crop. 

The prime duty of such an export corporation would be to restore, so far as 
possible, the pre-war ratio between wheat, and other farm products of which we 
export a surplus, and other commodities. Its activities would therefore expand 
or contract according as the relative prices for farm products varied with other 
commodities, and it would cease to function as pre-war ratios become fairly well 
restored. 

In December 1923 and throughout the winter so-called export cor- 
poration leagues spî'ang into being in the spring wheat vStates. Wheat 
growers' associations of the Northwest opened a militant campaign, 
and organizations of businessmen in cities and towns from Minnesota 
west pressed for action. In 1924 Statc^ farm organizations of the Corn 
Belt joined up, and the struggle was on in earnest. 
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CENTRAL IDEAS OF FARM-RELIEF PLANS 

Tlie agitation centered, first and foremost, around the general idea 
of equality for agriculture and the related idea of '*a fair share of the 
national income." It also embodied the hope for securit}^ against 
bankruptcy prices and low and unstable income, drought and crop 
failure, and mortgage foreclosure and uncertain land tenure. 

Prior to the appearance of the McNary-Haugen bill on the con- 
gressional scene, the Norris-Siuclair bill heíd the lead in farm support, 
although it had received no encouragement from the executive brancli 
of the Government. Senator George W. Norris, of Nebraska, its 
chief sponsor, originally felt that the McNary-Haugen bill was an 
administration measure introduced to divert and divide farm support. 
He was strengthened in his conclusion by the fact that the original 
McNary-Haugen bill was drafted in the Department of Agriculture 
and had the quiet support of Henry C. Wallace, the Secretary of 
Agriculture, a fact wliich had much to do with the quick alinement of 
farm support back of it. 

The Norris bill would have created a Government corporation em- 
powered to buy or lease storage and processing facilities, and to buy, 
process, and sell farm products in raw^ or finished form. Its declared 
purpose was to eliminate as far as possible the commissions and 
charges between producer and consumer so as to increase the price to 
the former while decreasing the cost to the latter. 

On their face, therefore, the provisions of the Norris bill promised 
to increase farm income by savings and shoi't cuts w^hich it was be- 
lieved w^ould be secured by substituting a Government agency for the 
private processors and middlemen. Its supporters read into the 
measure, however, the hope and expectation that the corporation 
would fix prices to farmers on a cost-of-production basis. The 
corporation was to be given $100,000,000 capital, with authority to 
sell tax-free bonds up to five times that amount. 

In contrast, the McNary-Haugen bills proposed a minimum of 
interference with existing agencies and aimed only at the segregation 
and exportation of crop surpluses to bring domestic prices up to the 
^'ratio'' or fair-exchange level. It was proposed that operations 
should be made self-financing by collecting an ^^equalization fee" upon 
the first sale or the first processing of the commodity dealt with. 

This plan was written into the original 1924 version of the McNary- 
Haugen measure and also into the vetoed bills of 1927 and 1928. The 
mechanism for implementing the plan varied considerably in the 
several bills, but at no time did the advocates abandon what they 
considered the essential ideas, (1) that the centralizing power of the 
Federal Government should be used to assist farmers to dispose of the 
surplus abroad and raise prices to the desired level in the domestic 
market, and (2) that the loss on the segregated exports was to be paid 
by the farmers themselves by means of an equalization fee. 

The opposition centered its fire on the equalization fee, and assailed 
the proposal to bring about fair-exchange, or ratio, prices for export 
farm crops as ''price fixing." They fought back against farmer charges 
that tarifts are inefi^ective on export crops. The supporters of the 
measures chmg stubbornly to the principle of the equalization fee to 
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enable tlie programs to pa,y their o^vn wn.y, but retreated temporarily 
from the fair-excliangc-price principle and, instead, offered a bill in 
which the existing customs duties were made the measure of tlie price 
beneftts to be secured by draining the sm^plus production off into 
export chaimels. 

FARM-RELIEF PRESSURE FORCES COLLATERAL LEGISLATION 

Under pressure of this gcTieral agitation, farm legislation advanced 
speedily along less controversial lines. 

The Federal Government, ahvays sympathetic to the idea of 
agricultural cooperation, moved to strengthen further the legal position 
of cooperatives with respect to the antitrust legislation by enacting tlie 
Capper-Volstead law of 1922. 

Demand for fiu'ther improvement in the credit structure had 
paralleled the fight for marketing reform. Specifically this was a 
demand for farm credit at rates comparable to those paid by business- 
men and for the establishment of new banking institutions that could 
meet the peculiar credit needs of fa.rmers. The Federal Farm Loau 
Act had been passed in 1916. Although this act greatly increased the 
availability of long-time fa,rm-mortgage credit, it did not meet the 
needs of farmers for intermediate and short-time credit. 

The Federal Intermediate Credit Act of 1923 provided for the 
establishment of 12 intermediate credit banks, to rediscount agri- 
cultural paper maturing withiri 3 years for banks and special leTvding 
agencies. This still did not fully meet the short-time credit needs of 
farmers. They had to wait another decade until the banks for 
cooperatives, the production credit corporations, and the production 
credit associations were set up or provided for in 1933 under the 
Farm Credit Administration. 

To meet the growing imrest in the Northwest, the Norbeck-Burtness 
bill was introduced in late 1923, appropriating Federal funds with the 
general idea of turning spring wheat farmers into dairy production, 
and tVie President called the Northwest Agricultural Conference to 
meet in Washington in February 1924 to give it public support. The 
main body of the conference, which was made up chiefly of nonfarmers, 
endorsed the plan to spend money to diversify northwestern agri- 
culture and recommended the establishment of the Agricultiu-al Credit 
Co. to assist banks in the Northwest, Most of the farmer-members 
of the conference, however, united on a minority report endorsing 
surplus-control legislation along the lines of the McNary-Haugen bills, 
which, had just reached Congress, and took their statement to the 
White House. 

Action by the President about the same time to increase the tariff 
on wheat from 30 to 42 cents a bushel failed to lessen the pressure from 
the Wheat Belt, and the Hangen bill was brought to a vote in the 
House of Representatives in June 1924 and came within 36 votes of 
passage. In July the American Council of Agricultnre was established 
at a big farm mass meeting in St. Paul to carry on the campaign for 
surplus-control legislation. 
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Special Organizations Play Important Part 

The drive of the farm forces for a more clearly defined national 
agrieiiltTirai policy brought into being from 1924 to 1928 a number of 
special organizations which cooperated, with the general and long- 
estabUshed fa.rm organizations and some of the cooperative marketing 
associations in support of particular bills. The American Council of 
Agriculture was the first of these to bring together a membership of 
cooperating orgardzations with national rather tlian regional scope. 
It was the center of leadership for the aggressive farm forces during 
1924 and 1925. The national farm organizations sometimes johied in 
its statements and sometimes expressed their views independently. 

The functions of the American Council of Agricnlturc in guiding the 
campaign for the McNary-Haugen bills passed to another special organ- 
ization when the Executive Committee of Twenty-two was created 
early in 1926. This committee grew out of a confidence of Governors 
of 11 Midwestern and Nortluvc^stern States which mc>t at Des Moines, 
Iowa, in January 1926, on the call of the Governor of Iowa. Its 
activity ended when the second Presidential veto of the McNary- 
Haugen bill threw the issue into the 1928 political campaign. 

The Corn Belt Committei^. of Farm Organizations was still anoth(T 
spi^cial body whose representatives were in A¥ashington working closc^ly 
with the Committee of Twenty-two during the years when the lattcM' 
was active. But the American Council of Agriculture did most of 
th(^ speaking for the ])roponents of farm relief from midsummer of 
1924 until the early months of 1926. 

Agricultural Conference of 1925 Draws Fire 

With this prospect of continued activity on the fa.rm front, Presi- 
dent Coolidge in November 1924 calked an agricultural conferencia 
which held hearings culminating in a series of reports filed in lat(; 
January and early February 1925. 

The conference ri^port (6) failed to develop uny j)rogram acceptable 
to the farm forces and served to spread the irritation that had become 
increasingly apparent. One of its proposals for a Federal cooperative 
marketing board with broad powers was defeated shortly thereafter 
in the House of Representatives. 

Another section of the report (6, p. 2) directly attacked the pending 
proposals for handUng exportable sinpluses when it said: 

ATIV form of legislation or plan that tojids toward a stimulation of production 
of any particular couunodity for export will result in even further ill balance to 
our agriculture and, therefore, continued subjection of American farmers to compe- 
tition with production based on lower standards of living abroad. There must, 
therefore, be established a balanced American agriculture by which production is 
kept in step with the demand of domestic markets and ^vith only such foreign 
markets as may be profitable. 

The conference failed to submit any blueprints for the establish- 
ment of the balanced agriculture it advocated. The fight went for- 
ward when the American Council of Agriculture filed its reply with 
Members of Congress, in which it declared {10, f. 63): 

No human agency can adjust acreage or number of these great commodities 
and, except by accickint, arrive at, or anywhere near, the desired mark in produc- 
tion.    No human agency should attempt to.    The one attempting it would be 
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faced with the necessity of suggesting substitute crops to utilize the acres th\is 
vacated. ^Fhe difficulty of this is a])parent. ft is noteworthy that those ardent 
advocates who in 1923 wouic] ha\e turned the wheat farmers into commercial 
y>roducers of butterfat, are iiow^ silent in the face of existing conditions in the dairy 
industry. 

Kven if it were possi})le for farmers through voluntary organization to niake a 
nice adjustment of acreage to the estimated domestic demand, then; is no i)ossible 
w^ay of forecasting to what ext(?nt drought aiuî flood, hail and freeze, insects and 
disease—all these and others beyond the farmers' power to foresee and control— 
would thwart such calculations. 

Oil the proposition that the lasis: of handling tho surplus should bo 
left to cooperative associations, the American Council had this to sa,v 
(10,   j).   68): 

The great task is to deal with, this normal sur])lus so as to preserve the hoirie 
market for American producers at an American price that does equalize diflerences 
in production costs between farmers of this and comj)eting countries. Those 
without experience in trying to accomplish this say: "Let the farmers organize 
cooperatively to do this thing/' Undoubtedly, if this were j)ractical, it would be 
the very remedy sought for. Co-operative organization has done great good for 
agriculture in this and other countries, and in years to come is destined to accom- 
f)lish vastly more. The op])()rtunity for co-operatives to demonstrate their worth 
by helping farmers secure a fair price for their products would l.)e immejiscly in- 
creased if the cpiestion of the disposal of the surplus were itself disposed of other- 
wise. But to maintain a domestic ])rice above world levels, and at the same time 
dispose of a substantial surplus at the world price, is a task which co-operative 
organizations of farmers alone cannot do, and which, if attempted by them, would 
destroy them. 

The conferi^nce report had OTie direct effc^ct on the form of the sur- 
plus-control Ic^gislation. Taking at face value tlie sugg(^stion that 
cooperatives sliould handle the surplus problem, thc^ bill was redrafti^d 
to provide that cooperative associations might organize to administi^r 
the export transactioTis with a particular conmiodity, baclv(HÎ by the 
(equalization f(>e to spread the costs ovcu* all producers presumably 
beTK^iited by the o])eration. Whih^ th(^ modified bill failed to reach a 
vote in the Congress then in session, the changes may have accountinl 
in part for the increas(H.l support the measure received from coo])era- 
tive associations in .1926 and subsequent years. 

South and West Unite 

The year 1926 marked the union of the South with the West in back- 
ing the farm-riJief program. Th(v first conferc^nce with southern farm 
leaders took place in Memphis, T(nm., in March of that year, a..fter 
which heads of south(^rn conunodity coopc^ratives, first cotton, then 
tobacco aTul rice, joiiied the west(>rn farm leadc^rs in Washiington. 

These coopi^'ativc* mark(^ting associations, based on membership 
contracts and formed on commodity lines, were at tliat tiuK^ the most 
active and influential of the southc^rn farm organizations. Th(4r influ- 
(^nce in iho national coo])erativ(^ movc^ment was great. As a result of 
their growing interest, midsummer conf(^rences w(^re lu^ld between ])ro- 
ponents of the pi^nding legislation and some of tlu^ nationally promi- 
nent sponsors of coopcM-ative markc^ting, hicluding fornu^r Governor 
Frank O. Lowd(>n of Illinois. 

A joint mass meeting of southern and wc^stern farmers in St. Louis 
in November, after the Hangen bill had met its second defeat in the 
House, issued a long declai'ation of principles. The section on surplus 
legislation said (4): 
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As a practical and immediato move to secure for agriculture a just and proper 
share of the natioiial income and a ])osition of equality with other industries in our 
national economy, we favor legislation that will enable farmers to control and 
manage excess supplies of crops at their own expense, so as to secure cost of pro- 
duction wdth a reasonable profit. We assert our conviction that such legislation 
must function through and foster cooperative marketing. 

The tariff came in for critical attention at this convention. The 
declaration reads (4): 

We recommend to farmers' organizations that they make a special study of the 
effects on agriculture of industrial taritfs and also of the effect of our change from 
debtor to creditor nation, and especially of its effects on the accumulation of our 
agricultural sur]:)luscs. Our ''tariff primers" have taught us that the farmer would 
get his reward through the demand created by the high purcluising power of 
prosperous industrial classes. We demand that the farmer be given the oppor- 
tunity to pron)ote the national prosperity by his own increased j)urchasing power 
through increased prices. 

Alternative Legislative Plans Appear 

An alternative method for surplus disposal through use of customs 
debentures to subsidize ex])orts reach(vd Congress early in 1920. The 
general plan was developed by Chai'les L. Stewart, of the university 
of Illinois, and chiefly supported by the National Grange. It was 
essentially an export bounty which, instead of being paid in cash, 
was to l)e paid to exporters in the form of negotiable certificates 
(d(^b(^ntures) that could be used for paying import duties and hence 
would have a cash value. This increased buying power in the hands 
of exporters would enable them to bid more than the w^oT'ld price for 
exportable commodities. The increase above the world priese was, 
of course, the objective of the plan. 

The proposal that a Fedcíral fai-m board be created to assist coopera- 
tives to stabilize agriculture developed among opponcuits of tho 
surplus-disposal programs and took several forms in 1927. The 
Curtis-Crisx) bill, with administration support, gave it legislative 
status early in. the year. The idi^a was endorsed in the report of the 
Business Men's Commission on Agriculture, which was one of two 
important committee pronouncements on agricultural ])olicy pub- 
lished in late 1927 from quarters that until shortly before had becm 
silent or negative on the farm question. Thiî other report was 
presented by a special committee of the Association of Land Grant 
Colleges and Universities, also in November. 

Important Committees Report on Agricultural Policy 

The Business Men's Commission was sponsored arid financiad 
jointly by the National iTidustrial Conference Board and the United 
States Chamber of Commerce. A report of the former body on The 
Agricultural Problem in the United States had been published and 
given wide attention in 1926. 

Referring to it as the administration plan, the Business Men's 
Commission endorsed the proposal for a Fedc.^ral farm board to aid in 
the stabilization of prices and production in agriculture through 
advice to farmers on production and marketing and through a system 
of quasi-ofRcial stabihzation corporations with power eventually to 
buy farm products at a price announced before th(^ date of planting. 

The commission condemned 'legislative measures designed artifi- 
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cially to raise the domestic level of farm products above the world 
price level by export bomUJi^s, export debi^ntures, or by agencies 
designed to dispose of surplus products abroad at a loss * * *^' (2). 
At the same time it asked, in effect, for a thoroughgoiîig revision 
downward of the tariff, starting with industrial ratios, and then, when 
industry and agriculture rca(?.hed approximately equal levels as to 
protection, to continue the reduction at equal rate, retaining ade- 
quate protection, however, on products the full domestic production 
of which is required by the country's long-run interests. 

The report of the land-grant college special committee, like so 
many reports of the period, was strong on analysis and weak on 
remedy. It was important chieñy as a belated recognition by the 
agricultural colleges that a national agricultural problem did exist, 
and that they should be concerned with ilw. development of a national 
policy to meet it. The discussion of tlie agi-icultural sitiuition was 
revealing; of the tariff, straddhng; and of the surplus problem, vague. 
^*The movement toward stabilization and control,'^ it concluded {!), 
^'may be hastened by favorable and sound types of legislation." 

Progress of Farm Bills in Congress 

Before these studies were undertaken, the effect of the union of 
farm forces back of export control legislation hac] been, felt in Congress. 
The McNary-Hangen bill had passed both Senate and House, but 
had been vetoed by President Coohdge. 

Early in 1928 a revised measure was introduced, dealing with all 
farm products instead of a limited number of basic commodities, 
and providing for operations similar to those proposed under stabili- 
zation corporations, with use of the equalization-f(îe plan only as a 
last resort if other moves failed to achieve the specified results. Again, 
both Senate and House passed the bill by substantial margins, and 
again the President returned it with his veto. On May 25 the Senate 
failed by 10 votes to muster sufficient strength to override the veto. 

Agricultural policy commanded first-rank attention, from the major 
pohtical parties, but th(^ threatened farm revolt against the adminis- 
tration failed to matet'ialize in 1928. The farmer liad, been promised 
a general farm bill, and the Federal Farm Board was ])rovided for in 
the Agricultural Marketing Act of 1929. He had also been promised 
higher tariffs, and he got them, too, in the Smoot-Hawley Act of the 
same year. 

THE AGRICULTURAL MARKETING ACT OF 1929 

The Agricultural Marketing Act of 1929 aimed to provide agricul- 
ture with a mechanism for the orderly production and marketing of 
farm products that would parallel the production and marketing 
mechanisms of other industries. The major provisions of the act 
were concerned with marketing, and the Fedei'al Farm Board under- 
took to encourage cooperatives and stabilization corporations, 
provided the latter were established and owned by cooperatives. 
To unify the process of agricultural marketing with, the support of 
loans, a 500-million-dollar revolving fund was put into the hands of 
the Board. 
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At the beginning of its operations, the Board viewed its principal 
function, as the fostering of a system of cooperative niarketing asso- 
ciations, but the drastic decUíie of agricultural prices which, developed 
in the latter part of 1929 caused the Board to become increasingly 
concerned with the stabilization of the prices of agricultural 
commodities. 

Notwithstanding many previous unsuccessful attempts to hold up 
prices by stabilization measures of storage and withholding, the 
Federal Farm Board through its subsidized stabilization corporations 
launched an ambitious attempt to support prices in this manner. 
Unfortunately, the period selected for the venture coincided with a 
world depression of unpi'ccedented scope and severity. Operations 
might have been temporarily much more successful if, instead, they 
had coincided with severe droughts such as those experienced in 1934 
and 1936. 

The first efforts toward stabilization consisted of making loa,ns to 
the cooperatives which would enable them to hold the commodities 
in storage until the market improved. This was followed by the set- 
ting up of stabilization corporations for wheat and cotton. These 
corporations took over most of the supplies that had been held by 
the cooperatives and in addition accumulated stocks by direct purchase 
in. the market. Legally, these stabilization corporations were owned 
by the cooperatives, but the actual financing, operation, and risk- 
bearing were ultimately taken over by the Farm Board itself. The 
operations of the stabilization corporations resulted in heavy losses 
to the Board, which soon began to insist that gains in withholding 
supplies from the market could be realized only if production, were 
held in line with actual market demand at home and abroad, 

CONTINUED DEPRESSION FORCES FURTHER ACTION 

Meanwhile foreign loans had practically ceased, and the export 
market shi'ank year by year. Renewed depression fell with cruel 
force on tJie American farmer. 

Even at the peak of the business cycle in 1929, farm, products could 
be exchanged for only 91 percent as much of other products, on the 
average, as they could have been exchanged for in the period before 
the war. By February 1933 the exchange value of farm products for 
industrial goods had fallen to 50 percent of the pre-war average. 
Their value in terms of taxes and interest was even less. 

The disparity was present in the price of every farm product. It 
was most severe in the prices of export commodities, such, as cotton, 
wheat, tobacco, and rice, who^xe the disa.ppearance or severe contrac- 
tion of export demand had backed up great excess stocks of the com- 
modities. It was also marked in hogs and hog products, the reduced 
export outlets for which had forced increased quantities into domestic 
consumption. 

Gross farm income from the production of 1932 was less than half 
that of 1929, while fixed charges, including taxes and interest, were 
not proportionately lower. The Department of Agriculture estimated 
that the average farmer, after paying the exp(^nses of production, 
rent, interest, and taxes, had only about $230 left out of his yearns 



314    Yearbook of Asriculture, 1940 

incorno. This guvo. him nothing as a roturn on his in.v(>stmcni and 
much less thün common-hibor pay for liis hibor and niívnagíunent. 

All iho capital ompioyod in agriculture had a. valiu^ in January 1.93Îî 
of only 38 bilhons of dollars as comparí^l with 58 hiUions in 1929 and 
79 billions in. .1919, while farm dc^bt remained virtnaJly unchangoiL 

Credit was restric'tcd and in man\^ cortimunities practically ct^ascd 
to flow as thousands of country banks closed. Nearly 15,000 banks 
suspended operations during the 14 yi^irs 1920-33, involving total 
deposits of $8,500.000,000. Of thesc,^4,000 suspended in 1933, with 
total deposits of $3,600,000,000. 

In the face of theses conditions, it was obvious that further farm 
legislation would be enacted soon. It was only a question of what 
and when. During the wiriter of 1932-33 the agricultural committees 
of both Senate and House held hearings and produced bills, but the 
oflort to enact them was Ic^ss than wholehearted in view of the change 
in administration schecUiled for March. 

When, the three national farm organizations w^re asked by the 
Senate committ(>e to embod}^ in a farm bill their ideas of what should 
be done, each brought its favorite remedy out of the past, and the re- 
s\dt was a three-barrel(K] measure combining tlie equalization-fee- 
surplus-disposal progi'am of the Farm Bureau, the cost-of-production 
goal of the Farm(>rs^ Union, and the export-debenture plan of the 
Grange. Thi^ Secrc^tary of Agriculture was to choose the method, 
or combination of methods, best calculated to work. This proposal 
did not command muidi congressional attention. 

FORCES THAT SHAPED FIRST AGRICULTURAL ADJUSTMENT ACT 

With mounting surpluses and stagnant markets staring farmers 
in the face, the argumt^nt for producîtion control began to gain gi'ound. 
Control legislation was freely discuss(>d in 1932, and prototypes 
heralding the comnig Agricultural Adjustment Act appeared in Con- 
gress duT'ing th(> winter of 1932-33. 

p](îoi.iomists insidí^ and outsiíh^ the Department of Agriculture took 
a hand in shaping th(^ Agricultural Adjustnu^nt Act of 1933. At the 
same time, I'esponsible leaders of farm organizations had reached a 
stage of willingness to coopei'ate in trying to devis(^ practical m(^ans 
to work for fair-exchange or ''parity" prices through adjustment of 
the productive plant in lln(; with ])roba..bl(^ future demand. The forces 
that had twice put tli(^ McNary-Haugc^n bill through Congress had 
been, disorganized during the 4 years foUowing 192S. Many of the 
leaders of tliat movenii^nt had experienced growing doubt whether, 
un(ku- existiîig and prospííctive world conditions, a sufficient foreign 
market could be found for an export surplus in th(> old proportions. 
This doubt became^ conviction, wdien export outlets shrank with the 
termination of foreign loans by the United States. 

All of the experience of the previous decade converged in the first 
Agricultural Adjust ment Act and related measures. 

TJie cooperatives had demonstrated to their own satisfaction, that 
they could not hope to maintain and stabihz(^ prices of the commodi- 
ti(^s for whiivh they assumed responsibility so long as nonmembers 
shared íTI. tlu^. benefits but escapcîd the costs assessed against members. 
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Tlie ÍTit(M-osl. of farmers in inaiiitairiing export outlets was recognized 
by provisioTis for disposal of OXCííSSíVC surpluses either abroad or in 
new uses at iioine. 

The Federal Farm Boards which liad op(>rated with almost the com- 
plete support of organized agriculture, even of groups that had opposed 
its creation, had deinoTistratec] tlie futility of attempting to control 
prices througli storage and withholding without eífííctive authority 
to control production. 

Outlook Reports a Contributing Factor 

Another important tj'-pe of experience, of which nothing has yet been 
said, had origiriated in the Bureau of Agrieuh".ur'al Economics in tlie 
early 192Ü's and had continued with steady purpose since its beginning. 
That was the preparation a^d publication, of outlook reports, covering 
all phases of farm production. In this work the Department drew 
heavily on the State agricultural colleges and experiment stations 
with their familiarity with h)cal and regional conditions and problems. 

The outlook reports aimcn] to promote eflicient farming and bal- 
anced production. The Department had long lent its aid to the im- 
provement of crops, livi^stock, and soils. Tlie work got under way 
with the passage of the Morrill Act in 1862 providing for the establish- 
ment of the land-grant col](^g(^s. The research activities were inten- 
sified with, the ])a.ssage of the Hatch Act, in 1887, which providi^d for 
the establishment of the State agricultural experiment stations. Tjater 
on, in 191.4 and 1017, with tlie passage of tlie Smith-Lever and Smith- 
Hughes Acts, machinery was provided for disseminating to the mass 
of farmers and farm youth the research findings and technical ad- 
vances made in the experiment stations and research bureaus of tiio 
Department. 

Beginning in 1922, the Di^.partnient movc^d beyond tlie old boundary 
which had confined it merely to bringing tiie farmer improved tech- 
niques of production. The new step incluikn] the dissemination of 
economic information w^hich would enable individiuil farmers to make 
adjustments in their acreage of crops and production of livestock in 
the light of r)rospective doniestic and foreig.n demands. It was be- 
lieved that farmers providcîd wdth such an outlook service could 
develop well-balaTiced systems of farming which would at least mini- 
miz(v, if not prevent, unprofitable agiicultnral surpluses and thereby 
stabilize income. 

The objective of ti]is program, obviously, was basically soimd, but 
it depeiuled entireh- upon educational appeal as the motivating force. 
Even though they convinced fan.n.ers intellectually, the outlook 
reports failed to direct tlie economic beiiavior of many of the millions 
engaged in farming as individual units. The average farmer remained 
inclin(KÍ to let the other fellow do the adjusting while he maintained 
or increased nis production in his figlit to meet expensi^s and int(M'(^st 
paynicnts. But tlie educational proci^ss started many farmers think- 
ing about acreage allotments and quotas. 

Domestic-Allotment Plan a Forerunner 

An important contribution to the Agricultural Adjustment Act of 
1933 was made by the domestic-allotment plan, which came to be 
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widely discussod during tlic yeai's in wliicli the Federíxl Farm Board 
was gaining expciriencc and disillusionment. 

The domestic-allotment plan was proposed pL'ominently aiter the 
export-debenture and equalization-fee plans had been set aside by the 
creation of the Federal Farm Board. The domestic-allotrnent plan 
recognized tiiat these proposals would fail to work unless an export 
market existed that woulcl take, at some price, all of the surplus of a 
croj.) above domestic requirements. It grew out of a doubt whether, 
under existing conditions, such large export outlets conid be fovnu]. 
Therefore it sought to increase income directly for the domestic 
consumption, leaving the export surplus to take care of itself. 

As originally conceived, it involved raising the price that farmers 
would receive on. the domestically consumed poi-tion of their exj)ort 
crops by limiting sales of such crops in the domestic market. The 
part of the crop which farmers could sell in the domestic market was 
called the domestic allotment, and they were to be given certificates 
covering that allotment. In order to move a commodity into domes- 
tic consumption, jH'Ocessors had to cover the quantities offered for 
sale with, certificates purchased from farmers. The increased return 
on each fa.rmer''s domestic allotment was to result from the fact that 
he received not only the world price but also the proceeds from the 
sale of his certificates. No certificates were issued on production in 
excess of the domestic allotment, and on this quantity the farmers 
received only the prevailing world price. A somewhat difl'erent plan, 
incorporated in the Hope-Norbeck bills of 1932, eliminated the certifi- 
cates and provided that cash-benefit payments realized from a process- 
ing tax and requiring limitation of production be made on the 
domestic allotment. 

This plan, wliich developed through study and discussion by a small 
group of economists, aroused considerable interest in the winter of 
1932-33 in both farm and nonagricultural circhis. M. L, Wilson, 
ro^.cently Under Secretary of Agriculture, then an economist with the 
Montana State College, and John D. Black, professor of economics. 
Harvard University, develoi)ed the domestic-allotment plan with the 
aid of specialists on the staff of the Federal Farm Board and in the 
Department of Agriculture. Most of these men later became impor- 
tant figures in shaping programs under the Agricultural Adjustment 
Act. 

The domestic-allotment plan definitely influenced the form of the 
agricultural adjustment legislation. Some of those who had worked 
on it participated in the discussions of farm legislation that took 
place following the election of 1932, before the new administration 
took office. 

THE AGRICULTURAL ADJUSTMENT ACT OF 1933 

In March 1933 the unofficial work carried on during the winter by 
iîiformal groups nuitured into draftsmanship, with Members of Con- 
gress, farm leaders, Fi^deral and independent economists, and execu- 
tive officials all talking a hand. 

The Agricultural Adjustment Act was passed in the spring of 1933. 
Under this act millions of farmers entered into contracts to reduce 



Development of Asricultural Policy Since World War    317 

acroago in spocified surplus crops in return for bcnofit payments, 
financed chiefly by processing taxes on the comniodity concerned. In 
order to assure the success of the cotton adjustment program, cotton 
farmers were soon asking for marketing quotas with a penalty tax to 
force noncooperating producers into line. These requests led to the 
passage of the Bankhead Control Act, under the leadership of Senator 
John H. Bankhead, of Alabama. 

This act imposed heavy taxes on the ginning of cotton, and at the 
same time provided participating cotton growers with tax-exemption 
certificates on their production allotments. This was soon followed 
by similar quota legislation for tobacco. Under the Kerr-Smith 
Tobacco Control Act, taxes were placed on the sale of tobacco, and 
participating tobacco growers wxre given tax-payment warrants on 
their production allotments. 

The adjustment program was brought to a sharp halt by the Su- 
preme Court decision in the Hoosac Mills case in January 1936, 
which held that the Agricultural Adjustment Act was unconstitu- 
tional in that it was a scheme for regulating and controlling agricul- 
tural production, whereas this power resided in th(^. States and not in 
the Congress. The pi'ocessing tax was also declared void because it 
was an inseparable part of the sclieme for effecting production control. 
This decision, íT) turn, helped to determine the direction of the Soil 
Conservation and Domestic AUotnii^nt Act of 1936 and the Agricul- 
tural Adjustment Act of 1938. Under the conservation act an open 
or uTiilateral offer on tlie part of the Síícretary replaced the contracts 
under the original adjustment program; conditional payments re- 
placed benefit payments; direct appropriations replaced processing 
taxes; and the emphasis was shifted from acreage control toward soil 
conservation and upbuilding. Although it had obvious merits as an 
aid to better use of land, the Soil Conservation and Domestic Allot- 
ment Act was largely impotent as an aid to continuée] acreage control. 
The heavy prochiction of wheat and cotton in 1937 w^as in part a tes- 
timony to that lack and intensified the problem faced by farmers and 
officials in 1938. 

Farmers in general were dissatisfied both with the Supreme Court's 
narrow definition of the powers of the Federal Government to assist 
agriculture and with the inefi'ectiveness of the Soil Conservation and 
Domestic Allotment Act to implement acreage adjustments. So 
farm headers took a more important hand in shaping the latest general 
agricultural law, the Agricultural Adjustment Act of 1938, than they 
had (lone with any of its predecessors that had b(i(îome law. 

PRECEDING EVENTS AND EXPERIENCE MOLD 1938 LEGISLATION 

It is interesting to examine the extent to which this act and related 
measures represent a synthesis and culmination of earlier efforts. For 
this purpose the exisüng legislation may be considered under five 
major headings: (1) Soil conservation, good farm management, and 
balanced output; (2) loans, marketing quotas, and parity payments; 
(3) marketing agreements; (4) the diversion of surplus production 
into both donK^stic and foreign chaimels, and the development of new 
uses for agricultural products; and (5) crop insurance. 
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Soil Conservation, Good Farm Managcmcnf, and Balanced Oufpuf 

Maintenance of soil Tosources is a l)asic objeclive of the Agricul- 
tural Adjustment Act of 1938 and m\ist be included in any farm pro- 
gram wiiicli hopes to bring enduring beru>iits to agriculture and to the 
Nation. The act of 1988 ])rovides for payments to farmcu's who save 
and build up the soil. The sup])lemental hicome received for coopera- 
tion in the program emihles them to clieck the iriroads of soil erosion 
and hence take a necessary step in the application of the principles 
of good farm management, to their enterprises. An important aim of 
the farmers' worlv uTider the pt'es(>nt program is to keep the total acrci- 
age allotments at a level that will insure a normal supply of food and 
fiber for domestic consumption and export. This balance between 
depleting and nondepleting acreag(i tends not only to protect farmers 
against those erratic swings in production that have led to burdensome 
surpluses and ruinous jxrices but to guarantee consumers an ever- 
normal supph?- of essentical farm produ(;ts. 

Under earlier programs the tendency was to work toward this object 
tive through direct control of acreage. The (\x])eri(nK'e of th(^ Federal 
Farm Board led to this a])pi'oa(;h to the probltun. As losses on com- 
iTiocHties held by the stabilization corpoi'atiojis increased, the Board 
began to insist that gains could be made only if production were lu^ld 
in hue with the requiri^ments of orderW marketing. The shift from 
this approach following the Supreme Court's decisions of 1936 did not 
eliminate the necessity of working toward a. balance between supplies 
of farm products, on tlie one hand, and domestic-consumption r'ecpiire- 
mcnts and foreign demand on the other. On the contrary, it is only 
through such balances that the declai'ed purposes of the present act- - 
parity prices and parity inconu^s for proihicers and adecpiate and steady 
supplies of farm commodities at fair prices to consmnc^rs- -may be 
attained. 

These provisions emerge from the background of previous experience. 
The problem of soil erosion is one which has attractcM} the att.i^ntion of 
farmers and agricultural experts since llevohitionary times. Since 
the latter part of the nineteeTith century the vStat(^ and Fedc^ral Govern- 
mcTits have given attention to the problems of erosion control, and the 
results of this work eventually reached farnu^rs through activities of 
the Extension Service. A most signiiicaTit advance was made in 1930, 
when Congress authorized th(^ establishment of 10 rt^gional ex])erinuMit 
stations whose work revealed the full seriousru^ss of the problem aTid 
hastened tli(^ fornudation of more eiJ'ective nií^asuj-í^s for co])ing with it. 
Shortly afterward came the (^stablishnu^jit of the Soil Erosion Service, 
first in the I)(>partment of tlu^ Inti^'ior and subsecpiently transferrinl 
to the Department of Agriculture, which inaugurated a program of 
soil-conservation demonstrations in coopcM'atioTi with private! land- 
owners. The manifest importance of this work 1(\1 to the passage of 
the Soil Conservation Act of 1935, which (^stal)lishcHl tlu^ Soil Con- 
servation Sej'vice. Tlie work of this agency was closely integrated 
with that of the Agricultural Adjustment Achninistration, as the ])ro- 
gj'ams of the latter aimed not only to increase agricultural purchasing 
power through coTitrol of the prothiction of basic crops but also to 
encoiu'age adjustments from thi^ chief soil-depleting crops to cro])sor uses 
which would conserve or improve the soil and check orprtivent tirosion. 
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The movenient in this direction was given further impetus with the 
enactment of the Soil Conservation and Domestic Allotment Act of 
19.36, under which soil conservation became the primary concern of 
the Agricultural Adjustment Administration and farmers and ranchers 
received payments conditioned upon positive performance in improv- 
ing and conserving farm and range land. The Agricultural Adjust- 
ment Act of 1938 embodies a reenactment of the Conservation Act of 
1936, and the objective of soil conservation remains a major objective 
under the present program. 

Loans^ Marketing Quotas, and Parity Payments 

A separate title of th(^ 1938 act provides a series of supplemental 
measures which enable producers of corn, wheat, cotton, tobacco, and. 
rice to obtain storage loans to put a floor under prices when these 
are threatened by a slump and to finance the holding of surplus 
supphes until they are need(>d. Furthoyrmore, marketing quotas may 
be employed to buttress the price-supporting influences of the loans. 
Tiuur effect is to limit the sales of a commodity during a marketing 
year when supplies ari> at excessive levels. Each farm is given a 
marketing quota, and penalties are prescribed for sales in excess of 
that quota. Quotas, however, may be introducked only after pro- 
ducers of a commodity, in a speivial referendum, have voted in favor 
of their use by at least a two-thirds majority. Finally, since the re- 
sult of the loans and quotas may be to stabilize farm prices at levels 
still too low in the light of the goals of parity prices and income, the 
Secretary is authorized to mal<:c payments, insofar as funds are 
available, to producers of the five basic commoditi(>s, that togcither 
with their income from the sale of their crops, will bring them a 
return approximately equal to parit}^ price on their normal production. 

Here again, there are historical antecedents. The crop-loan idea 
became sufficiently widespread to furnish a basis for the Agricultural 
Marketing Act of 1929, which was administered by the Federal 
Farm Boai'd. Through its rcivolving fund, the Board was authorized 
to facilitate) oJ'dcrly marketing through loans to farmer-owned cooper- 
atives and stabilization corporations. Loans on corn, cotton, naval 
stores, and other commodities were important adjuncts to programs 
under the Agricultural Adjustment Act of 1933. 

The marketing-quota device found partial precedent in the Bank- 
head and Kerr-Smith laws and is a logical accompaniment of acreage 
allotments and of the present policy of encouraging the storage of 
excess supplies. 

The direct parity payments are clearly traceable to the post-war 
demands, as evidenced by the McNaiy-Haugen and domestic allot- 
ment movements, that agriculture be accorded parity prices and its 
fair share of the national income. 

Various criteria for determining the level of price stabilization 
have been discussed for years in connection with farm legislation. 
These have included such standards as (equivalent tariff' protection, 
cost of production, parity price, and, more; recently, parity income. 

The criterion of tariff' equivalence, which implies raising agricul- 
tui'al prices above the world-market lev(^l in about th(> same average 
proportion that the tariff' has raised, the prices of industrial products 
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above the world-market level, has consider able justificatioi) on grounds 
of equity. It is not, liowever, very satisfactory. Industrial tariff 
rates are designed to check imports, and the rates necessary to do 
this do not necessarily constitute an accurate measure of the discrep- 
ancy between the positions of agriculture and industry. 

Cost of production has a considerable amount of theoretical validity, 
but it is an unsatisfactory concept to use in practice. The experience 
of farm-management investigations and the studies of the Tariff Com- 
mission have indicated that the statistical determination, of cost is 
exceedingly difficult and involves many arbitrary decisions, particu- 
larly with respect to the allocation of costs among different products 
produced on the same farm. 

Parity price is easily calculated and easily understood, but the 
Di^partment of Agriculture has pointed out that it is not always a 
reliable index of disparity l)etween agriculture and industry. It 
assumes that over a pei'iod of time prices of all agricultural products 
will continue to bear the sam(^ reflations to one another that they 
bore during the period selected as a base. In many instances tlu^ at- 
tainment of parity prices will Ixring undesirable results, such as imped- 
ing the normal consum])tion of fai-m products and even reducing the 
net income of pi'oducers below a fair level. 

The Di^.partmcTit of Agriculture has come to believe that parity 
income constitutes a more justifiable expression of the concept of agricul- 
tural-industrial biilance than does parity price. The income concept 
was introduced into the Soil Conservation, and Domestic Allotment 
Act of ] 936, the purposes of which include the— 
reestablishment, at as rapid a rate as the Secretary of Agriculture determines 
to be practicable arid in the general public interest, of the ratio between the 
I)urchasing power of the net income per person on farms and that of the income 
per person not on farms that prevailed during the 5-year period August 1909- 
July 1914, inclusive. 

Unfortunately, the fact that incomes cannot be determined with the 
same statistical accuracy as prices greatly reduces th(i us(»fulness of 
the incomes criterion. 

Consideration of all the proposed criteria raises the question whether 
the objectives of agricultural policy can be once and for all estabhshed 
by a simple exercise in arithmetic. 

Marketing Agreements 

Supplementing the provisions of the 1988 act aimed to prevent 
sudden surpluses from disrupting the farm-price structure, the Agri- 
cultural Marketing Agreement Act of 1937 enables farmers and 
distributors to establish permanent and rational marketing systems for 
entire crops and groups of crops. The basic device authorized by 
this act is the marketing agreement, the genesis of which is easily 
discerned. Like so many other devices, this idea crystallized during 
the McNary-Haugen period. The final version of the McNary- 
Haugen bill provided that surpluses in excess of the requirements 
for orderly marketing could be handled by marketing agi'eements 
between the then contemplated Federal Farm Board and farmers' 
cooperative associations or corporations established and controlled 
by cooperatives.    The Agricultural Marketing Act of 1929 laid great 
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emphasis upon orderly marketing and effective market organization 
but did not speciñcally provide for the use of marketing agreements. 

Tlie marketing-agreement idea was revived and made an integral 
part of the Agricultural Adjustment Act of 1933. The marketing- 
agreement provisions of the act permitted the organization of process- 
ors, distributors, and cooperatives into groups exercising centralized 
control over the marketing of agricultural products, and exempted 
such groups from antitrust laws. These provisions were supplemented 
by others granting the Secretary of Agriculture power to license dis- 
tributors in order to eliminate unfair practices and to effectuante the 
general purposes of the act. Because of the doubt cast on the validity 
of the licensing provisions by the Panama Refining and Schechter 
decisions of the Supreme Court, orders of the Secretary were substi- 
tuted for licenses in the 1935 amendments to the Agricultural Adjust- 
ment Act. The principal marl<:eting-agreement provisions of this 
amended act were reenacted as the Marketing Agreement Act of 1937. 

Surplus Diversion and New Uses 

The Agricultural Adjustment Act of 1938 contains important pro- 
visions designed to widen the market for farm products. In the fore- 
front are provisions authorizing the continuation of the Federal Sin-- 
plus Commodities Corporation and the establishment of four regioTial 
laboratories to conduct research into and develop new uses and outlets 
for farm products. In addition, the Secretary of Agriculture is 
authorized to— 
use available funds to stimulate and widen the use of all farm commodities in the 
United States and to increase in every practical way the ilow of such commodities 
and the products thereof into the markets of the world (5). 

The idea of diverting farm surpluses into domestic channels ante- 
dated the present act, as evidenced by the congressional resolutions of 
1932 directing the Farm Board to make available to the Red Cross up 
to 40,000,000 bushels of wheat and to distribute 45,000,000 bushels of 
wheat and 500,000 bales of cotton to distressed persons in the 1932 
crop-failure areas. 

The original Agricultural Adjustment Act authorized the Secretary 
to make use of available funds for the disposal of surplus agricultural 
products. This autliority was greatly emphasized and extended by 
section 32 of the amending acts which provided that 30 percent of the 
receipts from import duties be segregated for use in surplus-removal 
operations. 

Operations designed to increase domestic use of farm products by 
low^-income consumers were carried out first b}^ the Agricultural Adjust- 
ment Administration in conjimction with, the Federal Surplus Relief 
Corporation, and since 1935 have been carried out by the Federal 
Surplus Commodities Corporation. As to new uses, the regional re- 
search laboratories represent the culmination of a line of activity in 
which the Department of Agriculture has long been engaged and to 
which both farm and industrial groups have given wholehearted support. 

The provisions for encouragement of exports have a distinguislied 
and obvious lineage in the equalization-fee plan wiiich was a prominent 
feature of the McNary-Haugen. bills and in the export-debenture plan 
of the late 1920's which was written into the proposed McKinJey- 
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Adkins bill of 1926 and the Jones-Ketcham bill of 1928. Last of tliis 
line was the (lomestic-allotn.ic.iit plan, which was desig'necl primarily to 
avoid the appearance of export diimpÍTig, which liad been charged 
against both the equalization-fee aiid the export-debenture plans. 

The history of the special provision enacted in 1935 that sets aside 
30 percent of annual customs revenues to fi]iance disposal of surplus 
at home and abroad illustrates clearly the influence of })ast events oji 
present legislation. Representative Marvin Jones, of Texas, Chair- 
mau of the House Committee on Agriculture since 1933, was one of the 
early supporters of the export-debenture plan, which indirectly woidd 
have diverted customs revenues to pay bounties on agriciütural ex- 
ports. Chairman Jones conceived section 32 of the amcuding legis- 
lation as a direct way to accomplish the same purpose but broadened 
the purposes for which the funds could be used so as to include disposal 
of surpluses for relief and other domestic uses. 

In many quarters consideration has recently been given to current 
proposals which would give the export-diversion idea a more promiîient 
place in the present program than it now occupies. In some of their 
forms thesie proposals would virtually abandon other approaches, such 
as soil conservation and orderly marketing; in favor of a program of 
large-scale export di\T)]'sion plus certain direct subsidies to farmers. 

While undej" the present program large-scale attempts to stimulate 
exports have been made, notably with wheat and cotton and their 
products, it needs to be recognized that in view of existing world condi- 
tions this approach is less likely to attain desired results now tlian in 
earlier periods. With the progressive narrowing of world markets for 
agricultural products and with increasing supplies of competitive sub- 
stitutes throughout the world, it seems im])ossible to increase our agri- 
cultural exports much, above the recent level without causing sharp 
declines in price. Furthermore, many important countries t-o which 
we used to export in large volumes are engaged in a drive for agricul- 
tural self-sufficiency, and their strongly centralized governments are 
almost certain to resist efl'ectively any influx of large supplies from 
abroad which would tend to make these countries more dependent 
upon outside sources of supply. 

In presenting these new^ proposals, the proponents natiu^ally give 
only the broad outlines, which possess a disarming ap])earance of 
simplicity, particularly when contrasted with the administrative detail 
necessary to carry out the present program. A more rigorous exami- 
nation of such proposals reveals that without exception their effective 
operation requires detailed administratioTi. For example, maiiy of 
these plans call for the segregation of farmers' crops into two parts, 
one for export and one for domestic use. This means that quotas must 
be determined and enforced on the individual farms. Again, many of 
the plans imply the extensive regulation of all types of middlemen and 
processors in order to secure information as to the prices at which dif- 
ferent portions of various crops are bought and sold. In any event, it 
is certain that pro])osals which involve the abandonment of vital parts 
of the current pi-ogram should be caT'ofully scrutinized to see whether 
or not they are really any simpler tlia.n the current program and 
whether theii" ])romise of greater gain for the farmer is a reality or oidy 
a mistaken hope. 
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Crop Insurance 

The Agricultural Adjiistniont, Act of 1938, under title V, cited as 
the Federal Crop Insurance Act, sets up the Federal Crop Insuraiice 
Corporation, aii agency of aji(] within the Department of Agriculture. 
This new agency has a capital stock of $100,000,000 a..nd is empowered 
to write insurance against loss in wheat yields, conunencing with crops 
platited for harvest in 1939. This new develo[)raent has a background 
of its own. The hazards of farming have long been a subject of serious 
(Jiscussion, and in seeking modification it is but natural that the idea 
of insurance, apphed so successfully to the elimination of other 
hazards, should be tried out in the field of agriculture. 

As early as the latter part of the nineteenth, century, private com- 
panies made an attempt to enter the field of all-risk crop insurance, 
and goverimients ha,.ve been iiiterested in the possibilities of crop insur- 
ance from an early date. The topic has been a matter of public 
interest in the United States since the early 1920's, and bills relatiîig 
to crop insurance and resolutions calling for investigation of its pos- 
sibilities have ap})eare(i frequently since that time. The immediate 
ins])iration of the present law was the report of the President's Com- 
mittee on Crop Insurance in December 1936, which proposed, among 
other things, that a crop-insurance plan for wh.eat, effective in 1938, 
be recommended to (\)ngress. 

SOME NEWER PROBLEMS 

Even a brief history of agricultm-al policy since the end of the 
World War woidd be incomplete without some reference to three types 
of problems that have become increasingly prominent during the past 
decade. Approaches to a solution of these problems have been tenta- 
tive and expej-imental, but there is a growing realization that they 
must be met. 

One is the problem of tenancy. This is not a new problem. Ever 
since 1880, when the Census Bureau, under Francis A. Walker, first 
began to collect figures on farm tenancy, some attcTition has been 
given to the steady growth of tenancy at the expense of operator 
ownership. The trend did not become a matter of public concern, 
liowever, partly because other agricultural problems seemed more 
argent and perhaps parth' because farm tenants are not a homogeneous 
or ai'liculate group. But duriTig the last few years farm tenancy has 
received new emphasis as a factor in soil misuse. In addition, the 
fact tiiat 42 percent of our farmers are now tenaTits, with the per- 
centage as high as 70 in some States, seems to scmie people to be a 
sharp (U)ntradiction of the traditional America/n ideal of individual 
ownership. 

The problem received prominent recogiiition through the appoint- 
ment in 1Ü36 of a Comnnttee OTI Farm Tenancy, composed of citizens 
fj'oiïi various parts of the country. In 1937 Congress passed the Bank- 
head-Jones Farm Tenant Act, and under this act increasing sums have 
been appropriated each year to be loaned for the purchase of farms on 
a 40-year-mortgage basis. The administration of the fund, which is 
still small enough to be considered only experimeTital, is now in the 
hands of the Farm Security Administration.    Meanwhile an attack 
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on the tenancy problem is being made from another angle through the 
study, in several States, of local customs and laws relating to leases. 
The idea here is that many of the so-called evils of tenancy may be 
largely a matter of the conditions of tenure and that by an intelligent 
approach on the part of States and commuTiities, these conditions can 
be made consistent with the welfare alike of tenants, landlords, and 
the soil. 

The second problem is that of the large group of farmers who are on 
the fringe of commercial production or entirely outside it. This 
problem is possibly a belated backwash of the industrial revolution, 
finally having its full efl'ect in agriculture. 

Broadly speakirig, three conditions prevented the appearance of a 
surphis farm population in the United States in the past. At first 
American farmers w^ere largely self-sufficient. Next they were kept 
busy supplying the wherewithal for building up American industry, 
wdiiclv was founded on farm exports. Then, when industry got into 
its stride, it was able for a time to absorb whatever surplus population 
there w^as on the farm. 

One by one, these three coîiditions were reversed. The United 
States now has a highly commercialized agriculture wdiich, like in- 
dustry, is constantly undergoing technical improvement so that year 
by year fewer workers are needed to produce a given, quantity of 
products. At the same time the domestic demaTid for many important 
food staples, unlike tliat for industrial products, is relatively inelastic; 
adequate industrial opportunities for the part of the farm population 
released from labor by improved techniques do not exist at present; 
and the rate of natural increase among rur<al people remains relatively 
high. 

The net effect of these conditions is summed up in the fact that 50 
percent of our farmers now^ produce 90 percent of our commercial 
agricultural prochicts. The other 50 percent—which is more likely 
to grow thau to be reduced— perforce constitutes a marginal and in 
part a surplus farm population. How are these people to make a 
livelihood? 

The situation is not a theory but a hard fact. It is made worse by 
any adverse condition such as the recent widespread droughts. The 
marginal and surplus farmer is the rural couiiterpart of the unem- 
ployed city worker, and both would of course disappear if industry 
expanded enough to absorb them. Throwing the problem on in- 
dustry's doorstep, however, does not alleviate the immediate pliglit 
of some millions of American citizens. On humanitarian grounds 
alone, their problem cannot be left unsolved. Aside from humani- 
tarian grounds, there is the question of how healthy a society can 
remain if so large a number of its members have no apparent eco- 
nomic function and therefore no self-respecting way to gain a 
subsistence. 

Obviously there is no simple or easy solution for this problem, 
which in fact is only one aspect of a much more complex situation. 
Too little has been done as yet to draw" íiny very significant conclusions, 
though recognition of the problem as of major importance is itself 
significant. A limited attack has been made on the problem, first 
by the Federal Emergency Kelief Administration, then by the Reset- 
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tlement Administration, and today by the Farin Security Adminis- 
tration. Tliis agency uses an individual-case-study method. The 
situation of each family with whicli it is concerned is studied indi- 
vidually, and an effort is made to give the family an adequate start 
toward self-sufficiency and a modest livelihood. This may involve 
resettlement of the subsistence-homestead type. The work proceeds 
on the theory that for the most part the rural unemployed are average 
folk, willing and able to make a living and that they can find a place 
for themselves if they can get the right kind of start. The Farm 
Security Administration has also attempted some cooperative projects, 
and it has started a promising program for medical care iu rural areas. 

The third problem lias to do with th(> domestic consumption of 
farm surpluses. Orthodox methods for disposing of th(>se surpluses 
have already been mentioned. An ingenious new method has recently 
been receiving considerable attention. This is the food-stamp plan 
b(^ing tried by the Federal Surplus Commodities Corporation as a 
possible way to overcome some of the shortcomings of distribution 
through ordinary relief channels. The food-stamp plan has three 
distinctive features. It attempts a systematic correlation of surplus 
production with actual need—for example, by getting certain foods 
to people whose diets are deficient. It operates tlvrough regular 
trade channels, making commercial dealers an integral part of the 
picture. And it apparently stimulates some additional buying of 
the surplus products beyond what the stamps themselves would 
provide. 

All these aspects of the current farm problem are discussed at 
greater length elsewhere in this Yearbook. Thc}^ íXTO brought into 
the historical record here because, though relatively new, thej^ indicate 
that under the drive of neci^ssity there has be(^n a significant broaden- 
ing out of agricultural policy beyond the areas of price, export, and 
credit with which it has been traditionally concerned. 

AGRICULTURAL POLICY; ITS MEANING  AND  EVOLUTION 

A nation's agricultural policy is not set forth in a single law, or 
even in a system of laws dealing directly with current farm problems. 
It is expressed in a complexity of laws and attitudes which, in the 
importa,nce of their influence on agriculture, shade ofl' from direct 
measures like the Agricultural Adjustment Act through the almost 
infinite fields of taxation, tariffs, international trade, and labor, 
money, credit, and banking policy. 

The combined indirect effect of policies in many of those other 
fields may be nearly as important, if not fidly as important, in deter- 
mining progress towai'd the goal—equality for agriculture—as are the 
direct approaches to the farm problem. A common tendency to 
ignore these related factors has been apparent in the oversimplification 
of most statements of what is called the farm problem. 

Our own experience with farm legislation indicates that a na.tion 
never reaches the time when it can say its agricultural polic}^ is fixed 
and complete, involution and change are nearly the only constant 
factors, partly because conditions at home and abroad which policy 
is required to meet are themselves constantly changing. 

223701°—40 22 
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TIic intense eflbrt and d(>e].) stndy of the business of farming in the 
United Stat(>s, which so nnmy individnals and groups have contributed 
during the two past decades, liave produced the present system of 
agricultura] hiws and orgaiiizations, but it cannot be said tliey have 
solved tlie farm prob](mis. Presumably these laws t]u>mselves will 
be subject to cliaiige and displacement. But if experience in this 
iield teaches anything of value^ it is that a continuous thrend runs 
through the evolution, of an agricultural policy notwithstimding the 
manifest inconsistencies and contradictions thnt appenr in it. Tlie 
progi'ains of tlie present become tlie foundations for the programs of 
tiie future. 
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